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SUMMARY   OF   RECOMMENDATIONS 
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Recommendation  #1 

The  Department  of  Institutions: 

A.  Establish   procedures   to  ensure 
timely   prescription    billinq. 

Agency   Response:      Concur.      See   page  23. 

B.  Update  drug   prices  on   the  automated 
billing  and  accounts   receivable 
system  on  a  timely  basis. 

Agency   Response:      Concur.      See  page  23. 

Recommendation   #2 

The  Center  for  the  Aged   record  donations 
in   the   proper   fund   in   the  State  Treasury. 

Agency   Response:      Concur.      See  page  23. 
Recommendation   #3 

The  Center  for  the  Aged: 

A.  Accrue  only  valid  obligations   in 
compliance  with  state  policy. 

Agency   Response:      Concur.      See  page  24. 

B.  Not  spend  the  amounts  accrued   in 
fiscal  year  1984  for  the  SDB 
contract. 

Agency   Response:      Do  not  concur.      See  page  24. 
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INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Montana 
Center  for  the  Aged  (center)  for  the  two  fiscal  years  ending 
June  30,  1984.  The  objectives  of  the  audit  were  to:  1)  determine 
if  the  center's  financial  schedules  present  fairly  the  results  of 
operations  for  the  two  fiscal  years  ended  June  30,  1984;  2)  deter- 
mine if  the  center  complied  with  applicable  laws  and  regulations; 
and  3)  make  recommendations  for  improving  center  management  and 
internal  controls. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  the  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the   recommendation. 

We  thank  the  center's  and  the  Department  of  Institutions' 
officials  and  staff  for  their  cooperation  and  assistance  during  our 
audit. 

BACKGROUND 

The  Montana  Center  for  the  Aged  at  Lewistown  is  a  state- 
operated  facility  for  the  care  of  the  aged  with  aging  related  dis- 
eases, who  are  experiencing  a  mental  disability  requiring  a  level  of 
care  not  otherwise  available  in  the  community,  but  that  is  not  so 
debilitating  as  to  require  the  level  of  care  available  at  the  Montana 
State  Hospital.  Residents  must  be  at  least  55  years  of  age,  ambu- 
latory, and  not  in  need  of  intensive  nursing  care.  The  center  is 
licensed  by  the  Department  of  Health  and  Environmental  Sciences 
as  an   intermediate  care  facility. 

The  center  currently  employs  a  staff  of  approximately  103 
FTE  (full-time  equivalents)  with  one  of  the  FTEs  being  made  up  of 
various  residents  who  perform  part-time  jobs.  The  center  has  the 
capacity  to  house  199  residents.  Occupancy  currently  runs  at 
about  90   percent  of  capacity. 

Resident  care  and  maintenance  expenditiires  are  charged 
against  the  state  General  Fund.  As  required  by  state  statutes, 
residents     are     billed     for     care     based     on     their     ability     to     pay. 


Amounts  received  are  recorded  as  revenue  to  the  General  Fund. 
The  billing  and  collection  for  care  and  maintenance  is  performed  by 
the  Department  of   Institutions,    Reimbursement  Section,    in   Helena. 

The  center's  operation  is  funded  each  year  through  a  General 
Fund  appropriation.  Appropriations  for  fiscal  yearr,  1982-83  and 
1983-84  amounted  to  approximately  $2.4  million  and  $2.5  million, 
respectively.  The  center  also  received  appropriations  of  approxi- 
mately $9,700  and  $11,000  for  fiscal  years  1982-83  and  1983-84, 
respectively,    for  the  operation  of  a  canteen   for  the  residents. 

The  center's  primary  accounting  records  are  maintained  on 
the  Statewide  Budgeting  and  Accounting  System  (SBAS).  The 
center  maintains  detailed  records  of  supply  inventories  and  fixed 
assets  on  the  Supply  Inventory  Management  System  (SIMS). 
Resident  account  records  are  maintained  on  the  Resident  Account 
System  and  resident  care  and  maintenance  records  arc  maintained 
on  the  Automated  Billing  and  Accounts  Receivable  System  (ABARS). 
Information  from  these  systems  is  utilized  to  record  the  systems' 
activities  on   SBAS. 

RESIDENT   BANK   ACCOUNTS 

In  our  previous  audit,  we  noted  that  prior  to  January  1982, 
the  center  was  unable  to  properly  reconcile  the  resident  account 
balances  to  the  bank's  balances.  The  center's  records  indicated 
the  residents  had  more  money  in  the  account  than  the  bank  showed. 
The  unreconciled  balance  was  $5,095  at  June  30,  1981.  Subse- 
quent adjustments  were  made  to  the  resident  accounts  which  brought 
them  into  balance  with  the  bank  records  as  of  January  1982.  We 
examined  documentation  for  these  adjustments  and  found  all  but 
$131  was  adequately  explained  and  supported.  The  center  has 
successfully  reconciled  the  account  on  a  monthly  basis  since  Janu- 
ary  1982. 

The  majority  of  the  unreconciled  balance  has  been  resolved 
and  the  center  has  demonstrated  adequate  controls  over  the  recon- 
ciliation process  since  June  30,  1981.  We  therefore  are  providing 
this  information  for  disclosure  purposes  only  and  do  not  make  a 
formal    recommendation. 


RESIDENT   TRUST   ACCOUNT 

The  Department  of  Institutions  requested  designation  as  the 
administering  agency  for  the  accounting  entity  used  to  account  for 
money  involved  in  a  patient  trust  account  lawsuit.  Because  the 
department  is  designated  administering  agency,  cash  in  the  amount 
of  $985,841  has  been  transferred  to  the  department's  Nonexpend- 
able Trust   Fund  as  of  fiscal  year-end   1983-84. 

The  transfers  were  made  in  accordance  with  the  procedures 
incorporated  into  the  Statewide  Budgeting  and  Accounting  System 
by  the  Department  of  Administration's  Accounting  Division.  This 
procedure  causes  fund  balance  to  be  understated  in  the  center's 
Nonexpendable  Trust    Fund. 

Because  the  c.ish  is  transferred  to  the  Department  of  Institu- 
tions, the  deportment's  records  reflect  a  positive  fund  balance. 
The  accountability  for  the  property  held  in  trust,  however,  is  on 
the  center's  records  causing  the  center  to  reflect  a  negative  fund 
balance. 

In  our  audit  report  for  the  Department  of  Institutions  we 
recommended  that  the  department  find  a  method  of  obtaining  the 
necessary  management  information  while  maintaining  the  integrity  of 
the  individual  institution's  financial  records.  The  department 
responded  that  they  agree  with  our  recommendation  and  will  cor- 
rect the  situation.  We  therefore  are  providing  this  information  for 
disclosure  purposes  only  and  do  not  make  a   formal   recommendation. 

PRESCRIPTION    DRUG   CHARGES 

Drug  charges  to  residents  are  processed  via  the  Automated 
Billing  and  Accounts  Receivable  System  (ABARS)  maintained  at  the 
Department  of  Institutions.  The  pharmacy  at  the  center  notifies 
the  Department  of  Institutions  monthly  of  any  drug  price  changes. 
The  department  charges   residents  the  most  current   invoice  price. 

We  compared  a  sample  of  six  charges  for  prescription  drugs 
on  resident  statements  to  drug  purchase  invoices  to  determine  the 
reasonableness  of  the  amount  billed  to  the  resident.  In  two  in- 
stances    residents     v^ere     undercharged     and     in     one     instance     the 


resident  was  overcharged.  In  another  instance  we  found  that 
ABARS  listed  a  drug  as  "unknown"  and  did  not  assign  a  price  to 
it.      As  a   result,    the  drug   received  by  the   resident  was  not  billed. 

Vi/e  also  tested  eight  statements  to  determine  if  billing  for 
prescriptions  was  in  accordance  with  section  53-1-405,  MCA,  which 
requires  that  ancillary  charges  be  assessed  montfily.  One  resident 
was  billed  two  months  after  prescription  drugs  were  dispensed  and 
two  residents  were  billed  three  months  after  drugs  were  dis- 
pensed. 

Although  we  have  determined  that  the  above  noted  problems 
are  not  likely  to  be  significant  to  overall  billings  and  the  dollar 
amounts  of  the  mischarges  were  not  significant,  tliey  do  indicate  a 
need  for  improvement  over  the  controls  of  ABARS.  Similar  prob- 
lems were  noted   in  our   prior  audit   report. 

RECOMMENDATION   #1 

WE   RECOMMEND   THE   DEPARTMENT   OF   INSTITUTIONS: 

A.  ESTABLISH  PROCEDURES  TO  ENSURE  TIMELY  PRE- 
SCRIPTION   BILLING. 

B.  UPDATE  DRUG  PRICES  ON  THE  AUTOMATED  BILLING 
AND  ACCOUNTS  RECEIVABLE  SYSTEfv'  ON  A  TIMELY 
BASIS. 


DONATIONS 

We  noted  in  our  previous  audit  of  the  center  that  donations 
are  improperly  deposited  in  the  Agency  Fund.  Because  the  Agency 
Fund  is  nonbudgeted,  no  appropriation  authority  is  required  to 
spend  these  moneys.  The  placement  of  donations  in  the  Special 
Revenue  Fund  is  required  by  state  law  and  supported  by  an 
Attorney  General's  opinion.  Because  donations  are  used  for  the 
benefit  of  center  residents,  the  center  should  budget  donations 
and  obtain   spending  authority. 

In  response  to  our  recommendation  in  the  previous  audit, 
center  officials  submitted  a  budget  amendment  to  the  Office  of 
Budget  and    Program    Planning    (OBPP)    to  obtain    spending   authority 


for  donations.  The  request  was  denied  by  OBPP.  Center  officials 
have  included  a  request  for  spending  authority  for  the  1987  bien- 
nium. 

The  misstatements  from  accounting  for  these  donations  in  the 
wrong   fund  are  outlined   in   Note  6   to  the  financial   statements. 

RECOMMENDATION    #2 

WE    RECOMMEND    THE    CENTER    RECORD    DONATIONS    IN    THE 

PROPER    FUND    IN    THE   STATE   TREASURY. 

EXPENDITURE  ACCRUAL 

The  Department  of  Institutions  instructed  the  center  accrue 
$10,000  of  expenditures  at  the  end  of  fiscal  year  1983-84  based  on 
a  $138,100  Systems  Development  Bureau  Service  Agreement  between 
5DB  and  the  Department  of  Institutions.  We  addressed  this  situa- 
tion  in   the  Montana   State  Hospital   report. 

In  fiscal  year  1984  the  center's  expenditures  are  overstated 
by  $10,000  in  the  General  Fund.  In  fiscal  year  1985  if  the  center 
spends  those  funds  they  are  in  violation  of  state  accounting  policy, 
and  circumventing   the  appropriation   process. 

RECOMMENDATION    #3 

WE   RECOMMEND   THE   CENTER: 

A.       ACCRUE     ONLY     VALID     OBLIGATIONS     IN     COMPLIANCE 

WITH    STATE   POLICY. 
R.       NOT    SPEND    THE    AMOUNTS    ACCRUED    IN    FISCAL    YEAR 

1984   FOR  THE   SDB   CONTRACT. 

INTERNAL  CONTROL 

We  lu'jve  examined  the  financial  schedules  of  the  Montana 
Center  for  the  Aged  for  the  fiscal  years  ending  June  30,  1983  and 
1984.  We  issued  our  opinion  dated  January  9,  1985  on  these 
schedules.  As  part  of  our  examination,  we  made  a  study  and 
evaluation    of    the    system    of    control    of    the    center.       Our    study 


evaluated  the  system  as  required  by  generally  accepted  govern- 
mental auditing  standards  for  financial  and  compliance  audits.  We 
classified  the  controls   in   the  following  categories: 

1.  revenue/ reimbursements, 

2.  expenditures, 

3.  payroll,   and  * 

4.  resident  accounts. 

Our  study  included  the  control  categories  listed  above.  Through 
our  study,  we  determined  the  nature,  timing,  and  extent  of  our 
auditing  procedures.  We  applied  alternative  audit  tests  to  reve- 
nue/reimbursements and  expenditures  because  the  audit  could  be 
performed  more  efficiently  by  expanding  substantive  audit  work. 
We  did  not  evaluate  the  control  system  to  the  extent  necessary  to 
give  an  opinion  on  either  individual  segments  or  the  system  as  a 
whole. 

The  management  of  the  center  is  responsible  for  establishing 
and  maintaining  a  system  of  accounting  control.  In  fulfilling  this 
responsibility,  estimates  and  judgments  by  management  are  required 
to  assess  the  expected  benefits  and  related  costs  of  cciili-ol  proce- 
dures. The  objectives  of  a  system  are  to  [)rovide  management  with 
reasonable  assurance  that:  1)  assets  are  safeguarded  against  loss 
from  unauthorized  use  or  disposition;  2)  transactions  are  executed 
in  accordance  with  management's  authorization;  and  3)  transactions 
are  recorded  properly  to  permit  the  preparation  of  financial  sched- 
ules in  accordance  with  state  policy.  Inherent  limitations  in  any 
system  of  controls  may  allow  errors  or  irregularities  to  remain 
undetected.  The  current  system  of  evaluation  should  not  be  used 
to  project  to  future  periods  since  the  procedures  may  become 
inadequate  or  compliance  with  them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in 
the  system.  Accordingly,  we  do  not  express  an  opinion  on  the 
system  of  controls  used   by   the  Montana  Center   for  the  Aged. 

The  preceding  three  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  Legislature  and  should  not  be  used  for 
any   other   purpose.      This    restriction   as   to   use    is    not    intended    to 


limit    the    distribution    of   this   document    which,    upon   acceptance   by 
the   Legislative  Audit  Committee,    is  a  matter  of  public   record. 

PRIOR  AUDIT    RECOMMENDATIONS 

The  previous  audit  of  the  center  for  fiscal  years  1981-82  and 
1982-83  contained  six  recommendations  which  are  still  applicable  to 
the  center's  operations.  We  determined  that  the  center  implemented 
three  recommendations  and   partially   implemented   three. 

One  recommendation  which  the  center  partially  implemented 
concerned  the  Department  of  Institutions,  Central  Office,  proce- 
dures for  billing  for  prescription  charges.  Another  recommenda- 
tion partially  implemented  advised  the  center  to  account  for  dona- 
tions in  a  special  revenue  fund.  These  matters  are  discussed  in 
the  body  of  this  report  under  the  prescription  drug  charges  and 
donation  sections,  respectively.  The  remaining  recommendation 
partially  implemented  relates  to  asset  disposal  procedures  and  was 
deemed  not  to  have  a  significant  effect  on  the  successful  operation 
of  the  center  and  is  not  included  in  the  report  but  has  been 
discussed  with   management. 

Included  in  our  review  of  prior  audit  recommendations  are  six 
recommendations  from  a  performance  audit  of  the  center.  Of  these 
six  recommendations,  five  have  been  implemented  and  one  is  in  the 
process  of  being   implemented. 


AUDITOR'S    REPORT 
AND   SCHEDULES   OF  AGENCY    FINANCIAL  ACTIVITY 


OPINION    SUMMARY 

We   issued   a   qualified  opinion  on   the   following   financial   sched- 
ules. 

Schedule  Fund  Fiscal  Year 

Schedule   of   Changes  Special   Revenue  1983,    1984 

in   Fund   Balance 

Schedule    of    Program   Expen-  Special    Revenue  1983,    1984 

ditures   and   Transfers   Out 
by    Fund    -   Budget    and    Actual 


A  qualified  opinion  means  that  because  of  the  items  discussed  in 
paragraph  three  of  the  opinion  and  the  misstatements  discussed  in 
Note  6  of  the  Notes  to  the  Financial  Statements,  the  reader  should 
exercise  caution  when  using  financial  information  from  these  sched- 
ules. 

We  issued  an  unqualified  opinion  on  the  remaining  schedules. 
An  unqualified  opinion  means  that  the  reader  may  rely  on  the 
fairness  of  the  financial   information   presented   in   these  schedules. 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H.  GILLETT 
FINANCIAUCOMPLIANCE  AUDITS 

SCOTT  A.  SEACAT 
PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 

JOHN  W.  NORTHEY 


The   Legislative  Audit  Committee 
of  the  Montana   State   Legislature: 

We  have  examined  thf^  Schedule  of  Changes  in  Fund  Balance; 
the  Schedule  of  Revenue  and  Transfers  In  -  Estimate  and  Actual; 
the  Schedule  of  Program  Expenditures  and  Transfers  Out  by 
Fund  -  Budget  and  Actual;  the  Schedule  of  Expenditures  by 
Program  by  Object;  the  Schedule  of  Additions  and  Deductions  to 
Agency  Fund  Assets;  and  the  Resident  Trust  Account  Schedule  of 
Receipts  and  Disbursements  of  the  various  funds  of  the  Montana 
Center  for  the  Aged  for  the  fiscal  years  ending  June  30,  1983  and 
1981.  Our  examination  was  made  in  accordance  with  generally 
accepted  auailing  standards  and  Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities,  and  Functions  and, 
accordingly,  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  depart- 
ment's financial  schedules  are  prepared  in  accordance  with  state 
accounting  policy.  Accordingly,  the  accompanying  financial  sched- 
ules are  not  intended  to  present  financial  position  and  results  of 
operations  in  conformity  with  generally  accepted  accounting  princi- 
ples. 

The  center  accounted  for  private  donations  in  the  Agency 
Fund.  According  to  state  accounting  policy,  these  donations 
should  be  accounted  for  in  the  Special  Revenue  Fund.  The  mis- 
statements are  described   in   Note  6. 


In  our  opinion,  except  for  the  effects  of  errors  noted  in 
paragraph  3,  the  financial  schedules  listed  below  present  fairly  the 
results  of  operations  and  the  changes  in  fund  balance  of  such 
funds  of  the  Montana  Center  for  the  Aged  for  the  two  fiscal  years 
ended  June  30,  1984,  in  conformity  with  the  basis  of  accounting 
described  in  Note  1  which,  except  for  the  change  in  fund  classifi- 
cation as  described  in  Note  2,  with  which  we  concur,  has  been 
applied  on  a  consistent  basis. 


Schedule  Name 

Schedule  of  Changes  in 
Fund  Balance 

Schedule  of  Program 
Expenditures  and 
Transfers  Out  By  Fund 
Budget  and  Actual 


Fund 


Fiscal  Year 


Special  Revenue  Fund     1983,  1984 


Special  Revenue  Fund     1983,  1984 


In  our  opinion,  the  financial  schedules  listed  on  pace  11 
present  fairly  the  results  of  operations  and  the  changes  in  fund 
balance  of  such  funds  of  the  Montana  Center  for  the  Aged  for  the 
two  fiscal  years  ended  June  30,  1984,  in  conformity  with  the  basis 
of  accounting  described  in  Note  1  which,  except  for  the  change  in 
fund  classification  as  described  in  Note  2,  with  which  we  concur, 
has  been  applied  on  a  consistent  basis. 
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Schedule  Name 


Fund 


Fiscal  Year 


Schedule  of  Changes  in 
Fund  Balance 

Schedule  of  Revenue  and 
Transfers  In  -  Estimate  and 
Actual 

Schedule  of  Program  Expen- 
ditures and  Transfers  Out 
By  Fund  -  Budget  and  Actual 

Schedule  of  Program  Expen- 
ditures and  Transfers  Out 
By  Object 

Schedule  of  Additions  and 
Deductions  to  Agency  Fund 
Assets 


General  Fund 
Enterprise  Fund 

General  Fund 
Special  Revenue  Fund 
Enterprise  Fund 

General  Fund 
Enterprise  Fund 


1983,  1984 
1983,  1984 

1983,  1984 
1984 
1983 

1983,  1984 
1983 


1983,  1984 


1983,  1984 


Resident  Trust  Account 
Schedule  of  Receipts  and 
Disbursements 


1983,    1984 


January   9,    1985 


Approved: 

Robert   R.    RindvloocI 
Legislative  Auawor 


Respectfully  submitted, 

James   H.    Cillett,    CPA 
Deputy   Legislative  Auditor 
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MONTANA  CENTER  FOR  THE  AGED 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


FUND  BALANCE,  July  1,  1982 

ADDITIONS: 
Fiscal  Year  1983 

Revenue 

Income 

Nonbudgeted  Revenue 

Support  from  State  of  Montana 

Direct  Entry  to  Fund  Balance 
Fiscal  Year  1984 

Revenue 

Nonbudgeted  Revenue 

Prior  Year  Revenue  Adjustments 

Support  from  State  of  Montana 

Fund  Balance  Transfers 
Total  Additions 


Special 

General 

Revenue 

Enterprise 

Fund 

Fund 
$    768 

Fund 

$    -0- 

$11,523 

$1,301,678 

$  9,469 

4,569 

1,052,672 

280* 

1,307,156 

$  6,584 

(25,353) 

(1,082) 

14,341 

(758) 

1,151,153 

13,122* 
17,866 

4,806,216 

9,749 

REDUCTIONS: 
Fiscal  Year  1983 

Expenditures 

Budgeted  Withdrawal!  s 

Prior  Year  Expenditure 

Prior  Year  Expenditure  Adjustments 
Fiscal  Year  1984 

Expenditures 

Prior  Year  Expenditure  Adjustments 

Cash  Transfer  Out 

Direct  Entry  to  Fund  Balance 

Fund  Balance  Transfer 
Total  Reductions 

FUND  BALANCE,  JUNE  30,  1984 


2,346,104 

320 

12,495 

2,415,499 

6,510 

31,798 

852 

9,706 

290* 

4,806,216 

17,358 

$    -0- 

$  1,276 

8,150 


13,122* 
21,272 


$  -0- 


*These  items  are  direct  entries  to  fund  balance  and  are  described  in  detail  in 
Note  8  of  the  notes  to  the  financial  schedules. 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting 
System.   Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  17  through  2] . 
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MONTANA  CENTER  FOR  THE  AGED 

SCHEDULE  OF  REVENUE  AND  TRANSFERS  IN  -  ESTIMATE  AND  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


Reimbursements 


Miscellaneous 


Sale  of 
Documents, 
Merchandise, 
and  Property 


Income 
Collections, 
and  Transfers 


Total 


FISCAL  YEAR  1983-84 
GENERAL  FUND 
Estimated  Revenue  &  Transfers  In 
Actual  Revenue  &  Transfers  In 
Collections  Over(Under)  Estimate 


SPECIAL  REVENUE  FUND 
Estimated  Revenue  &  Transfers  In 
Actual  Revenue  &  Transfers  In 
Collections  Over(Under)  Estimate 


$1,382,738 

1,307,431** 
$   (75,307) 

$  -0- 

847 
$   847 

$11,500 
6,584 
$(4,916) 

$  -0- 

(26,475)* 
$(26,475) 

$1,382,738 
1,281,803 
$  (100,935) 

$  -0- 

(1,082)* 
$  (1.082) 

$   11,500 
5,502 
$    (5,998) 

FISCAL  YEAR  1982-83 
GENERAL  FUND 
Estimated  Revenue  &  Transfers  In 
Actual  Revenue  &  Transfers  In 
Collections  Over  (Under)  Estimate 


ENTERPRISE  FUND 
Estimated  Revenue  &  Transfers  In 
Actual  Revenue  &  Transfers  In 
Collections  Over  (Under)  Estimate 


$1,429,000 

1,301,759** 
$  (127,241) 

$  -0- 

4,452 
$  4,452 

$  -0- 

36 
$    36 

$11,279 
9,469 
$(1,810) 

$1,429,000 
1,306.247 
$  (122,753) 


11,279 

9.469 

(1.810) 


*These  items  represent  the  fiscal  year  1983-84  inventory  adjustments. 

**Included  in  Actual  Revenue  &  Transfers  In  is  nonbudgeted  revenue  of  $275  in  fiscal  year  1983-84  and  $81  in 
fiscal  year  1982-83. 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is 
provided  in  the  notes  to  the  financial  schedules  on  pages  17  through  21. 
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MONTANA  CENTER  FOR  THE  AGED 
SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  FUND 

BUDGET  AND  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


Fiscal  Year 

1983-84 


Fiscal  Year 
1982-83 


Care  and 

Maintenance 


Care  and 
Maintenance 


GENERAL  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


$2,505.395 

1,889,246 

511,710 

14,543 

2,415.499 

$   89,896 


$2,386,535 

1,890,560 

449,212 

6,332 

2,346,104 

$   40,431 


SPECIAL  REVENUE  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


11,245 


-0- 

6,510 

-0- 

6,510 

$ 

4,735 

ENTERPRISE  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 

PROGRAM  TOTAL 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


9,729 


-0- 

8,150 

-0- 

8,150 

$    1.579 

$2,516,640 

$2,396,264 

1,889,246 

1,890,560 

518,220 

457.362 

14,543 

6.332 

2,422,009 

2.354.254 

$   94,631 

$   42,010 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and 
Accounting  System.  Additional  information  is  provided  in  the 
notes  to  the  financial  schedules  on  pages  17  through  21. 
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MONTANA  CENTER  FOR  THE  ACKD 

SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  OBJECT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  igS'!. 


Fiscal  Year 
1983-84 


Fiscal  Year 
1982-83 


Care  and 
Maintenance 


Care  and 
Maintenance 


PERSONAL  SERVICES 
Salaries 

Other  Compensation 
Employee  Benefits 

Total  Personal  Services 


$1,175,422 

350,155 

363,669 

1 ,889,246 


$1,273,144 

254,100 

363.316 

1 ,890,560 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 
Goods  Purchased  for  Resale 
Total  Operating  Expenses 


54,121 

64,591 

290,069 

243,428 

13,701 

12,271 

4.277 

3,417 

408 

1,764 

98,667 

90,638 

47 , 1 56 

25,966 

3,311 

7,137 

6,510 

8.150 

518,220 

457.362 

EQUIPMENT 
Equipment 

Total  Equipment 


14,54? 


14,543 


6.332 


6,332 


TOTAL  PROGRAM  EXPENDITURES 


$2,422,009 


$2,354,254 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Account- 
ing System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  17  through  21. 
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MONTANA  CENTER  FOR  THF  AGED 
SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS  TO  AGENCY  FUND  ASSETS 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


Property  Held  in  Trust  Balance,  July  1,  1982 


$65,007 


*ADD1T10NS: 

Nonbudgeted  Receipts  for  Fiscal  Year  1982-83 
Nonbudgeted  Receipts  lor  Fiscal  Year  1983-84 
Total  Receipts 


$379,288 
385,626 


764,914 


*DISBURSEMENTS: 

Nonbudgeted  Disbursements  for  Fiscal  Year  1982-83    321,439 
NonbudgetPd  Disbursements  for  Fiscal  Year  1983-84    407,973 
Total  Disbursements 


(729,412) 


Property  Held  in  Trust  Balance,  June  30,  1984 


$100,509 


*The  transaction  detail  for  activity  in  this  fund  is  not  recorded  on  the  State- 
wide Budgeting  and  Accounting  System,  therefore,  the  totals  for  additions  and 
disbursements  were  compiled  by  OLA  auditors  from  the  subsidiary  system  main- 
tained by  the  center. 


MONTANA  CENTER  FOR  THE  AGED 

RESIDENT  TRUST  ACCOUNT 

SCHEDULE  OF  RECEIPTS  AND  DISBURSEMENTS 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


**Property  Held  in  Trust  Account  Balance 
July  1,  1983 


$655,432 


RECEIPTS : 
Receipts  for  Fiscal  Year  1982-83 
Receipts  for  Fiscal  Year  1983-84 
Total  Receipts 


$205,371 
125,038 


330,409 


DISBURSEMENTS: 
Disbursements  for  Fiscal  Year  1982-83 
Disbursements  for  Fiscal  Year  1983-84 
Total  Disbursements 


-0- 
-0- 


-0- 


**Property  Held  in  Trust  Account  Balance, 
June  30,  1984 


$985,841 


**Because  cash  is  transferred  to  the  Department  of  Institutions  at  year-end, 
the  center's  accounting  records  show  a  negative  fund  balance  equal  to  the 
property  held  in  trust  balances  shown  above. 
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MONTANA   CENTER 

FOR 

THE 

AC  ED 

NOTES 

TO 

THE 

FINANCIAL 

.  SCHEDULES 

FOR  THE   TWO    FISCAL   YEARS   ENDING   JUNE   30,    1983   AND   198U 


1  .      SUMMARY   OF  SIGNIFICANT   ACCOUNTING    POLICIES 

A.       Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
The  funds  presented  and  their  relationship  to  the  state  treasury 
fund   structure  are  as   follows: 

General  Fund  -  To  account  for  all  financial  resources  except 
those  required  to  bo  accounted  for  in  another  fund.  This 
fund  corresponds  with  the  General  Fund  within  the  state 
treasury  fund  structure. 

Special  Revenue  Fund  -  To  account  for  the  proceeds  of 
specific  revenue  sources  that  are  legally  restricted  to  expen- 
diture for  specified  purposes.  Legislative  appropriation  is 
required   to  spend   from  this  fund. 

Enterprise  Fund  -  To  account  for  operations  that  are  financed 
and  operated  in  a  manner  similar  to  private  business  eriter- 
prise  whenever  the  intent  is  that  costs  of  providing  goods 
and  services  to  the  general  public  on  a  continuing  basis  are 
to  be  financed  or  recovered  primarily  through  user  charges. 
Enterprise  funds  are  also  used  whenever  the  legislature  has 
determine  that  periodic  determination  of  net  iricome  is  appro- 
priate for  management  control  or  other  purposes.  Legislative 
appropriation   is   required   to  spend   from  this   fund. 

Agency  Fund  -  To  account  for  assets  held  by  a  governmental 
unit  as  an  agent  for  individuals,  private  organizations,  other 
governmental  units,  and/or  other  funds.  This  fund  is  used 
to  account  for  assets  held  by  the  state  as  an  agent  for  resi- 
dents at  the  center.  A  checking  account  is  maintained  in  a 
local  bank  with  individual  ledger  records  at  the  center.  A 
legislative  appropriation  is  not  required  to  spend  from  this 
fund. 

Trust    Fund   -    To    account    for    assets    held    by   a  governmental 

unit    m    a    trustee    capacity.       The    center    uses  this    fund    to 

account  for  assets  held  in  trust  in  anticipation  of  settlement 
of  the  class  action   lawsuit  discussed   in   Note  7. 


17 


B  .       Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting   which   is  described   in  the  Montana  Operations  Manual. 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obli- 
gation exists  when  the  associated  liability  is  incurred  except  for 
the  following  items  which  are  also  considered  valid  obligations 
under  state  accounting   policy: 

1 .  Anticipated  costs  of  equipment  may  be  expensed  in  the 
fiscal   year   in  which  budgeted. 

2.  If  an  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
charged  against  the  fiscal  year  in  which  budgeted  even 
though  the  services  may  be  rendered  in  subsequent 
fiscal   years. 

3.  Obligations  for  employees  vested  annual  leave  and  sick 
leave  are   recorded  as  expenditures  when   paid. 

4.  Goods  ordered  but  not  received  as  of  fiscal  year-end 
may  be  accrued  to  the  fiscal  year  in  which  a  valid 
purchase  order  was  issued. 


2.      CHANCE:    IN    BASIS   OF   FUND   TYPE   PRESENTATION 

Between  fiscal  years  1982-83  and  1983-84  the  center  reclassi- 
fied the  presentation  of  the  canteen  operations  from  the  Enterprise 
Fund  to  the  Special  Revenue  Fund.  This  reclassification  was  made 
because  the  Department  of  Institutions  felt  the  use  of  the  Enter- 
prise Fund  for  the  canteen  operations  was  incorrect  due  to: 
a)  the  costs  of  the  operations  of  the  canteen  are  not  fully  re- 
covered through  user  charges;  and  b)  no  additional  management 
control  is  achieved  through  the  determination  of  net  income.  The 
fund  balance  transferred  from  the  Enterprise  Fund  to  the  Special 
Revenue  Fund  at  July  1,  1983  was  $13,122.  All  of  the  activity 
reflected  in  the  financial  schedules  for  the  Enterprise  Fund  for 
fiscal  year  1983  and  in  the  Special  Revenue  Fund  for  fiscal  year 
1983-84  relates  to  the  canteen  operations. 
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3.  EMPLOYEES'  RETIREMENT  SYSTEM 

The  center's  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS).  This  plan  is  administered  by  the  state 
of  Montana.  Under  PERS,  the  state  contributes  6.417  percent  of 
an  employee's  gross  wages  to  PERS.  All  eligible  employees  con- 
tribute 6.0  percent  of  gross  wages.  The  center's  contribution  to 
this  plan  was  $95,628  in  fiscal  year  1983  and  $96,647  in  fiscal  year 
1984. 

The  state's  policy  is  to  fund  accrued  pension  costs.  The 
unfunded  past  service  costs  and  the  actuarially  computed  value  of 
the  vested  benefits  are  not  readily  available  for  members  of  the 
plan  employed  by  the  center.  The  Public  Employees'  Retirement 
System  was  determined   to  be  actuarially  sound  at  June  30,    1984. 

4.  VACATION   AND   SICK    LEAVE 

Employees  at  the  center  accumulate  l^oth  vacation  and  sick 
leave.  Employees  are  paid  for  100  percent  of  unused  vacation  and 
25  percent  of  unused  sick  leave  credits  upon  termination.  Accumu- 
lated unpaid  liabilities  for  vacation  and  sick  leave  are  not  reflected 
in  the  financial  schedules  of  the  Montana  Center  for  the  Aged. 
Expenditures  for  termination  pay  currently  are  absorbed  in  the 
annual  operational  costs  of  the  center.  At  June  30,  1984  the 
center  has  a  liability  of  $94,228  for  vacation  leave  and  $48,508  for 
sick   leave. 

5.  GENERAL   FUND    BALANCE 

The  General  Fund  is  a  Statewide  Fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus  on  an  agency  schedule  the 
beginning  and  ending   fund   balance  will  always  be  zero. 

6.  FUND    PLACEMENT 

The  center  accounts  for  private  donations  in  the  Agency  Fund 
which  would  be  more  appropriately  accounted  for  in  the  Special 
Revenue    Fund.      In   addition,    prior    to   fiscal    year    1984,    the   center 
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did  not  reduce  property  held  in  trust  when  expenditures  were 
made.  instead  they  reflected  a  negative  fund  balance.  The 
following  outlines  the  over  and  under  statements  in  the  Agency 
and   Special   Revenue   Funds. 


Fiscal  Year 
1982-83 


Fiscal  Year 
1983-84 


AGENCY  FUND 
UnderstatementK: 

Beginning  Fund  Balance 
Overstatements : 

Cash 

Property    Held    in   Trust 

Expenditures 


$1,221 

3,674 

5,522 

627 


$  151 
3,675 
3,524 


SPECIAL   REVENUE   FUND 
Understatements: 
Cash 

Expenditures 
Beginning   Fund    Balance 


3,674 

627 

4,301 


151 
3,524 
3,675 


7.  RESIDENT   TRUST   ACCOUNT 

Under  state  regulations,  income  sent  to  patients  from  Social 
Security,  insurance  companies,  and  other  private  sources  may  be 
taken  from  patients'  accounts  to  reimburse  the  state  for  the  cost  of 
care.  In  1976,  Montana  Legal  Services  filed  a  class  action  suit 
against  the  Department  of  Institutions  challenging  the  legality  of 
removing  these  funds  without  a  guardian's  permission.  The  Depart- 
ment of  Institutions  has  required  the  center  to  hold  moneys  in 
trust  pending  resolution  of  the  suit.  As  of  June  30,  1984  the 
center  had  accumulated  $985,841  in  the  Resident  Trust  Account. 
Final  resolution  of  the  lawsuit  will  determine  what  portion  of  this 
money  will  revert  to  the  patients  and  what  portion  will  be  deposited 
to  the  state  General   Fund. 

8.  DIRECT   ENTRIES   TO   FUND    BALANCE 

A.       The    $13,122    addition    to    the    Special    Revenue    Fund    and 
reduction    in    the    Enterprise    Fund    represents    a    transfer 
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of    fund    balance    due    to    a    change    in    the    basis    of    fund 
presentation  as  described   in   Note  2. 

B.  The  $280  addition  in  the  Enterprise  Fund  represents  an 
adjustment  to   record  equipment. 

C,  The  $290  reduction  in  the  Special  Revenue  Fund  repre- 
sents a  $280  adjustment  to  record  equipment  in  the 
General  Fixed  Asset  Account  Croup  due  to  a  change  in 
the  basis  of  fund  presentation  as  described  in  Note  2. 
It  also  represents  a  $10  adjustment  to  close  out  a  federal 
training  grant. 
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AGENCY    RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TED  SCHWINDEN,  GOVERNOR 


1539  IITH  AVENUE 


STATE  OF  MONTANA' 


(406)  444-3930 


April    15,    1985 


HELENA,  MONTANA  59620 


RFOFIVED 

APR  151965 

MONTANA  LEGISLATIVE  AUOrTQR 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT   59620 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  Office  of  the  Legislative 
Auditor  for  the  Center  for  the  Aged. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


l-Q-a 


SOUTH 


Director 


CVS:jb 
Attachment 
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RECOMMENDATION  ill 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS: 

A.  ESTABLISH   PROCEDURES   TO   ENSURE   TIMELY   PRESCRIPTION 
BILLING. 

B.  UPDATE   DRUG   PRICES   ON   THE   AUTOMATED   BILLING   AND 
ACCOUNTS  RECEIVABLE  SYSTEM  OK  A  TIMELY  BASIS 


RESPONSE; 

A.  CONCUR 

A  policy  is  being  promulgated  to  insure 
timely  and  complete  billing  of  all  ancillary 
services. 

B.  CONCUR 

The  Drug  prices  are  updated  at  the  end  of 
each  month  by  the  Reimbursement  Bureau.  Purchases 
made  at  end  of  the  month  will  not  be  updated  until 
month  following  because  of  the  mail  time.  This 
will  be  corrected  with  the  Department's  new 
computer  system. 


RECOMMENDATION  //2 

WE  RECOMMEND  THE  CENTER  RECORD  DONATIONS  IK  THE  PROPER  FUND 
IN  THE  STATE  TREASURY. 

RESPONSE; 

A.    CONCUR 

House  Bill  500  for  the  1986-87  Biennium 
contains  spending  authority  in  the  State  Special 
Revenue  Fund  for  Donations.  This  Recommendation 
will  be  implemented  in  July  1985. 

RECOMMENDATION  #3 

WE  RECOMMEND  THE  CENTER: 

A.  ACCRUE  ONLY  VALID  OBLIGATIONS  IN  COMPLIANCE  WITH  STATE 
POLICY. 

B.  NOT  SPEND  THE  AMOUNTS  ACCRUED  IN  FISCAL  YEAR  198A  FOR 
THE  SDB  CONTRACT. 
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Page  2 

April  12,  1985 


RESPONSE: 


CONCUR 


B.    NOT  CONCUR 

Language  has  been  included  in  HB  206  to 
permit  the  Department  to  utilize  these  accruals 
for  the  Data  Processing  System.  If  this  language 
remains  in  the  bill  and  it  is  signed  into  law  by 
the  Governor  then  the  Department  will  utilize 
these  accruals. 
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